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ZIMBABWE: KEY ECONOMIC INDICATORS 
(In millions of U.S. dollars unless otherwise noted) 


Domestic Economy 1988 
Population (millions) 9.1 
Population growth (%) 3.0 
GDP (current prices) 5625 
Real GDP growth (%) . 5.3 
GDP per capita ($) 618 
Inflation (%) 15 


Production & Employment 
Labor force (thousands) 1060 


Unemployment rate (%) 23 
Industrial production index 

(1980 = 100) 121 
Govt deficit (% GDP) 11 


Balance of Payments 

Exports (FOB) 

Imports (CIF) 

Trade balance 

Current account balance 

Foreign debt 

Debt service paid 

Debt service ratio (%) 

Total reserves 

Average exchange rate 
(US$/Z$1.00) 


Foreign Investment 
Total foreign investment 
since 1980 120-140 
Total U.S. investment 
In Zimbabwe 250 
Since 1980 35 


U.S./Zimbabwe Trade 
U.S. Exports (FAS) 75.4 34.3 120.0 120.0 
U.S. Imports (CIF) 74.5 126.7 126.0 125.0 
U.S. Share of Zim. Exports (%) 5.2 8.2 7.6 6.8 
U.S. Share of Zim. Imports (%) 7.2 3.2 9.0 7.9 
Principal U.S. exports: Aircraft, computers, farm equipment, 
synthetic fibers, packaging materials. 
Principal U.S. imports: Ferrochrome, nickel, coffee, sugar, 
textiles, clothing. 


Sources: Central Statistics Office, Reserve Bank, Private Sector 
Sources, IMF, U.S. Department of Commerce. 





SUMMARY 


Zimbabwe’s economy continued to perform moderately well in 1989, 
growing an estimated 4 percent. Slow growth in agricultural 
output was offset by an increase in industrial output of 7 
percent. Although mining output increased only slightly in 
volume, strong prices for ferrochrome and nickel led to 
substantial earnings growth. Despite problems caused by the 
chronic transport system, economic growth of 3-4 percent is 
expected in 1990. 


Continuing strong prices for Zimbabwe’s principal exports, 
particularly tobacco, contributed to a 10 percent growth in export 
revenues. However, an estimated 15 percent increase in imports 
led to a slight reduction in the trade surplus and a small current 
account deficit. With a declining debt service ratio and less 
disinvestment, Zimbabwe’s overall balance of payments remained in 
surplus. The 1989/90 budget projects a modest reduction in the 
budget deficit to around 9 percent of GDP. Heavy spending on 
defense, education, and transfers to parastatals are major 
contributors to this deficit. 


An easing of price and wage controls contributed to an inflation 
rate estimated at 15 percent in 1989. Inflation in 1990 could 
reach 15-20 percent. 


The most serious problem confronting Zimbabwe is rapidly growing 


unemployment. Several hundred thousand school leavers will be 
entering the job market in the next few years, but only a few 
thousand jobs will be available. Recognizing that the 
unemployment situation will cause serious social and political 
tensions, the government has implemented a few measures intended 
to increase investment and create jobs. In May 1989, it issued 
new investment guidelines and opened the Zimbabwe Investment 
Centre to facilitate processing of investment applications. In 
July 1990, it announced a series of reforms to liberalize trade, 
relax wage and price controls, and promote exports and 
investment. In addition, the government has introduced measures 
to change the distribution and ownership of agricultural land. 


Trade between the United States and Zimbabwe reached US$200 
million in 1989. Zimbabwe has failed to attract substantial U.S. 
investment, but has recently signed an agreement with the Overseas 
Private Investment Corporation (OPIC). 


PART A: CURRENT ECONOMIC SITUATION AND TRENDS 


Economic Outlook: Zimbabwe’s economy slowed down slightly after 
registering a 5.3 percent growth rate in 1988, but still performed 
reasonably well. Preliminary estimates indicate an expansion of 
3.5-4 percent for the year. Although agricultural output grew 





only slightly after a 40 percent increase in 1988, the mining and 
manufacturing sectors grew at over 7 percent. Prospects for 1990 
are fairly good. Adequate rainfall through April should ensure a 
good agricultural season, and the industrial sector has continued 
to expand production. If transport problems and the shortage of 
foreign exchange do not worsen, growth should reach 3-4 percent. 
Long-term prospects are uncertain. Inadequate investment and 
maintenance have contributed to a deterioration in the industrial 
base and infrastructure. Massive capital investment will be 
needed to address these problems and to enable Zimbabwe to grow at 
the 5-6 percent rate needed to absorb job-seekers and improve 
living standards. To attract this investment, the government 
needs to loosen its control over the economy and rationalize the 
foreign exchange allocation systen. 


A reform package to accomplish these goals was unveiled in late 
July 1990. The first stage of this reform package is a five-year 
trade liberalization program under which quantitative controls on 
imports will be replaced by a tariff-based system. In addition, 
this package hopes to stimulate investment by providing further 
flexibility in foreign exchange allocation and remittances, easing 
restrictive price and labor regulations, overhauling the financial 
sector, permitting the entry of new foreign and domestic banks, 
and establishing free trade zones. 


Balance of Payments: Zimbabwe’s trade surplus declined to an 
estimated US$300 million in 1989 as import growth of around 15 
percent outpaced export growth of 10 percent. This import growth 
has been seen by some as a sign that the government has already 
embarked on a trade liberalization exercise. After a five-year 
decline in the real value of imports between 1982 and 1987, 
continuation of the growth trend that began in mid-1987 is 
extremely welcome to the business community. Nevertheless, import 
levels are less than half of requirements. 


Zimbabwe’s debt service ratio fell from 30 percent to an estimated 
25 percent of export earnings in 1989. This trend, along with a 
decline in the invisibles trade deficit, offset the falling trade 
surplus and resulted in only a small current account deficit. 
Capital outflows (debt repayment and disinvestment) appear to have 
declined in 1989, resulting in a healthy surplus in the capital 
account and a positive overall payments balance. 


Although there are preliminary indications of a US$300-$400 
million trade surplus in 1990, it is difficult to make any longer 
range predictions. If the new economic reform package is 
acceptable to international lenders and investors, Zimbabwe could 
attract substantial inflows of investment capital and concessional 
credit over the next few years. The government may also increase 
commercial borrowing, particularly for export-oriented projects. 
Recent studies have concluded that Zimbabwe is under-borrowed. 


Zimbabwe typically holds foreign exchange reserves equivalent to 
two to three months of imports, about US$300-$400 million. 





Fiscal Policy: The 1989-90 budget, with projected spending of 
US$2.9 billion and revenues of US$2.4 billion, made some progress 
toward reducing Zimbabwe’s chronic budget deficit. Real spending 
was not increased and the deficit was projected to decline from 11 
to 9 percent of GDP. The government plans to finance the US$465 
million deficit through domestic borrowing of US$388 million and 
overseas borrowing of US$72 million. The major budget line items 
are education (US$560 million), defense (US$395 million), debt 
service (US$30 million), and subsidies to parastatals (an 
estimated US$330 million). These accounted for 58 percent of 
projected spending. Finance Minister Chidzero admits that the 
deficit is still too high, but said that the government would 
continue its efforts to curtail spending and subsidies. Prospects 
that a significant reduction will be made in the 1990-91 budget 
are uncertain. The government is unlikely to cut back much on 
defense or education, and any real cut in subsidies is politically 
difficult. However, it has promised to spend more on public 
sector investment. 


Inflation/Monetary Policy: Inflation in 1989 -- spurred by some 
relaxation of wage and prices control, costly imports, and high 
monetary growth -- was officially estimated at 15 percent. The 
same factors are likely to continue pushing up prices in 1990, 
with inflation expected to reach 15 to 20 percent. 


Unemployment: Chronic and growing unemployment is by far the most 
serious economic challenge facing Zimbabwe. The jobless rate is 
estimated at 25 percent and will only increase due to the 
government’s inability to stimulate investment and create jobs. 
The situation is worsened by the system’s failure to meet the 
expectations of growing numbers of school leavers. Over 120,000 
left school in 1989, and their numbers will grow to 300,000 per 
year by 1992. The government’s recognition that this situation is 
a political time bomb will be the major stimulus for the 
development of growth-oriented economic policies. 


Agriculture. Agricultural production declined slightly in the 
1988/89 crop year due largely to unfavorable weather conditions in 
some areas of the country. Nevertheless, the value of crops sold 
to agricultural marketing boards reached a record level of Z$1.5 
billion (US$725 million), and tobacco sales hit a new record of 
Z$650 million (US$325 million). Crops which showed production 
increases included corn (4.4 percent), wheat (7.7 percent), and 
tobacco (9 percent). Those for which production declined included 
cotton (18 percent), coffee (16 percent), and sorghum (44 
percent). Beef production also fell by 11 percent. Beef exports 
to the European Economic Community were halted in May 1989 due to 
an outbreak of hoof-and-mouth disease and are not expected to 
resume until December 1990. This cost the country US$50 million 
during the last year. 


Rainfall has been generally satisfactory this year and most crops 
are expected to show some increase. The major problem areas are 
cotton, which may continue to decline because growers are not 





satisfied with offered prices, and sugar, which will be affected 
by water shortages in the lowveld. A huge corn stock of over 1.2 
million tons is also troublesome, as it imposes heavy carrying 
costs and is causing storage problems. Tobacco continues to be a 
bright spot. Production is expected to match last year’s level of 
130,000 million kilograms, and sales could reach Z$800 million 
(US$335 million). 


Mining: Mining output increased by 21 percent in value and by 4 
percent in volume in 1989. Sales reached a record level of US$585 
million. Nickel registered the largest increase (up 43 percent), 
followed by tin (40 percent), and asbestos. The principal mineral 
exports were gold (US$195 million), ferrochrome (US$170 million), 
nickel (US$138 million), and asbestos (US$65 million). Although 
short-term development of Zimbabwe’s mining sector is inhibited by 
the lack of foreign exchange and transport problems, its long-term 
prospects are good. Zimbabwe has large deposits of chromium ore, 
excellent potential for further development of gold production, 
and very large reserves of platinum and associated precious 
metals. These could generate export revenues of up to US$150 
million within the next five years. 


Manufacturing: Output in the manufacturing sector rose an 
estimated 7 percent by volume in 1989 despite growing problems 
with transport and energy and the chronic shortage of foreign 
exchange. Most industrial subsectors showed some growth during 
the year, with the exception of drinks and tobacco and wood and 
furniture. Industrial production has remained fairly strong in 
early 1990, but companies are being increasingly affected by a 
deteriorating capital base. This situation should improve when a 
US$120 million African Development Bank industrial rehabilitation 
loan is disbursed over the next few years. Industrialists 
highlight. price controls and foreign exchange shortages as their 
chief problems, but they expect some relief as part of the new 
economic program. 


Tourism: Tourist arrivals grew an estimated 10 percent in 1989 to 
nearly 500,000 and spending reached an estimated US$106 million. 
Prospects for continued growth are good. Air Zimbabwe has 
increased its capacity with new equipment, several new airlines 
have been granted landing rights in Harare, and construction 
projects such as the US$50 million reconstruction of the Elephant 
Hills Resort at Victoria Falls will provide tourists new options. 


Construction: The construction industry stayed bouyant in 1989 as 
demand for office space and residential properties remained 
strong. However, the industry is running into problems obtaining 
cement and other raw materials. Cement producers complain that 
artificially low prices set by the government give them little 
incentive to increase production. Other suppliers say that the 
building industry is especially short of foreign exchange because 
priority has been given to government projects. As in the past, 
the building boom has been fueled by excess liquidity and a lack 
of other investment opportunities. 





Energy: Zimbabwe is totally dependent on imported petroleum, but 
has huge coal reserves and significant hydropower potential. 
Nearly all of the country’s oil and gas enters by the pipeline 
from the port of Beira in Mozambique. This lifeline has been the 
subject of attack on many occasions by the RENAMO guerrillas -- 
rebels fighting against the Mozambican Government -- but has not 
suffered serious damage. Gasoline is blended with locally 
produced ethanol in a proportion of 90 to 10. The government 
intends to increase the capacity of the Triangle ethanol 
distillery from 40 million to 75 million liters per year, but this 
project has been delayed by a lack of water needed to expand sugar 
production in the lowveld. Zimbabwe experienced power shortages 
in 1989 because problems with a Zambian power plant forced that 
country to cut off power exports to Zimbabwe. The Zimbabwe 
Electricity Supply Authority (ZESA) expects chronic power 
shortages by the mid-1990s unless new capacity is installed 

soon. Zimbabwe’s best medium-term option would be the purchase 
of additional power from Mozambique’s Cabora Bassa Dam, but the 
security situation in Mozambique must first be resolved. Other 
options under study include a controversial extension of the 
existing plant at Lake Kariba and new coal-fired plants. Longer 


term plans may include a large hydropower plant at Batoka Gorge 
below Victoria Falls. 


Private Sector/Investment: President Mugabe and the ruling party, 
ZANG (PF), advocate the establishment of a one-party state based 
on socialism. In practice, government economic policies have been 
relatively pragmatic in dealing with the private sector. 
Zimbabwe’s diversified industrial sector remains largely in 
private hands, and 4,500 privately owned commercial farms are the 
backbone of the agricultural sector. Government policies have 
been directed at speeding the redistribution of wealth to the 
previously neglected black majority, but the government has 
explicitly rejected the expropriation of private property as a 
means to this end. The government recently introduced legislation 
to address an inequitable distribution of land. The details on 
the timetable and implementation of this program are still being 
developed, but it appears that the government intends to restrict 
foreign ownership of land and purchase underutilized commercial 
farmland for transfer to black farmers. 


The government’s participation in and control of the economy is 
considerable. Approximately 30 parastatal companies account for 
over 25 percent of GDP. Most of these were established by the 
previous regime. The government has also acquired equity 
positions in a few private companies, either as a direct purchase 
or on a joint venture basis. ZANU (PF) has also purchased all or 
part of several private companies. Its professed motivation in 
this process is not political control of the economy, but to build 
a sound financial base for the party. 





The private sector must also cope with a wide array of government 
regulations. These include price controls, wage controls, a 
tightly controlled import license process, tough labor 
regulations, and a drawn-out investment approval process. 


Regional Economic Ties: Zimbabwe’s economy is dependent on South 
Africa and vulnerable to events there. Despite attempts to 
diversify, South Africa is still Zimbabwe’s leading trading 
partner, accounting for 20 percent of total trade. Zimbabwe also 
remains dependent on transport routes through South Africa. 


The Southern African Transport and Communications Commission 
(SATCC), based in Mozambique, has attracted substantial donor 
assistance to rehabilitate the transport corridor between Zimbabwe 
and the Mozambican port of Beira and the Limpopo rail line to the 
port of Maputo. Considerable progress has been made at Beira 
port, and the Limpopo line is open to limited traffic. These 
developments have reduced Zimbabwe’s dependence on South African 
transit routes to some extent, but the Mozambique corridors are 
still several years away from being able to replace South African 
ports. Development of these routes has been slowed by the 
continuing activities of the RENAMO forces in Mozambique. 

Zimbabwe has made an extensive commitment to guard the vital Beira 
Corridor. The need for similar security arrangements on the 
Limpopo line will hamper rehabilitation and impose an additional 
financial burden on Zimbabwe. 


Zimbabwe is a member of both the Southern African Development 
Coordination Conference (SADCC) and the Preferential Trade 
Agreement for Eastern and Southern Africa (PTA). Both 
organizations are committed to increased trade and investment 
among members states. SADCC members are Angola, Botswana, 
Lesotho, Malawi, Mozambique, Namibia, Swaziland, Tanzania, Zambia, 
and Zimbabwe. PTA members include Burundi, the Comoros, Djibouti, 
Ethiopia, Kenya, Lesotho, Malawi, Mauritius, Mozambique, Rwanda, 
Somalia, Swaziland, Tanzania, Uganda, Zambia, and Zimbabwe. 


PART B: IMPLICATIONS FOR THE UNITED STATES 


Trade between the United States and Zimbabwe increased from US$160 
million in 1988 to over US$220 million in 1989. Major Zimbabwean 
exports to the United States were ferrochrome, nickel, tobacco, 
and sugar, while the major imports from the United States were 
aircraft (a Boeing 767 was delivered to Air Zimbabwe in late 
1989), aircraft parts, earthmoving equipment, and data-processing 
equipment. The United States was Zimbabwe’s third leading trade 
partner in 1989 after South Africa and the United Kingdom. U.S. 
products are highly regarded in Zimbabwe, but the chronic lack of 
foreign currency has limited sales opportunities for the last few 
years. Importers very often do not enjoy the luxury of buying the 
products they want most. Instead they often must settle for what 
is available through barter deals or commodity import programs. 





Zimbabwe offers many advantages for potential investors. It has a 
well-developed infrastructure, abundant mineral resources, a 
competent labor force, and pleasant living conditions. However, 


since 1980 its record on attracting foreign investment has been 
poor. 


Zimbabwe has long had an ambivalent attitude toward foreign 
investment. Government officials generally recognize that foreign 
investment is needed to bring in expertise, capital, and 
technology that Zimbabwe has no other way of obtaining. At the 
same time, they appear to be somewhat suspicious of foreign 
investors, and investment proposals have had to undergo a long and 
detailed evaluation process to determine whether or not they were 
a good fit with Zimbabwe’s development needs. Similarly, the 
government has done little to actually promote foreign investment 
and offers few incentives to potential investors. 


This attitude toward investment has been changing recently. The 
government now acknowledges that substantially increased 
investment, both domestic and foreign, is the only way Zimbabwe 
can hope to address its growing unemployment crisis. 


In May 1989, the government issued guidelines for investors in a 
document entitled "The Promotion of Investment: Policy and 
Regulations." This document, commonly called the "Investment 
Code," recognizes that foreign capital has played an important 
role in Zimbabwe’s development, but emphasizes that Zimbabweans 
should have opportunities to participate fully in the country’s 
development. Accordingly, it notes that the government prefers 
majority Zimbabwean participation in new investment projects and 
specifies that the degree of local ownership will be a principal 
criterion in the evaluation of investment proposals. The 
government will consider majority or even 100 percent foreign 
ownership in high priority projects but will encourage 
arrangements for the eventual transfer of majority ownership to 
Zimbabwean interests. It is government policy to take part in the 
investment process by entering into joint ventures with private or 
domestic investors in strategic and basic infrastructure 

projects. Other than in these areas government participation will 
not be the general rule. 


Other criteria for evaluation of proposed investments are: 


Socio-economic benefits for rural areas 

Transfer of technology and training opportunities for 
Zimbabweans 

Generation of substantial employment opportunities 
Balance-of-payment benefits through production of new exports 
or by import substitution 

Intensive use of local raw materials and processed inputs 
Use of labor-intensive technology easily adaptable to 
Zimbabwe’s needs 

Substantial research and development expenditures. 
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The Investment Code notes that foreign investment "is not 
encouraged" in commercial farming or in the services and 
service-related sectors such as banking, retail and wholesale 
trading, and consultancy services. In July 1990, however, the 
government announced it would permit the entry of new foreign 
banks, providing they can show how they benefit Zimbabwe. 


To speed up the decision process, the government established the 
Zimbabwe Investment Centre as a single window facility for 


investors. All proposals for investment must be submitted to the 
Centre. These include: 


° Proposals to establish a new business or project 

° Proposals to expand existing businesses that have foreign 
exchange components 

° Proposals to increase a foreign interest in a Zimbabwean 
company through acquisition or issuance of shares 

° Proposals to acquire the whole or any portion of a Zimbabwean 
business by the purchase of assets 

° Proposed transfers of the shareholding of a Zimbabwean 
business between different foreign owners. 


The Investment Centre is authorized to approve proposals involving 
an investment of up to Z$5 million (US$2.2 million). Larger 
projects will be referred by the Centre to the Senior Minister of 
Finance, Economic Planning, and Development, who will make a 
decision after consultation with relevant sectoral ministers. A 
decision will be communicated by the Centre to prospective 
investors within 90 days of application. 


In addition to its approval function, the Investment Centre has 
responsibility for investment promotion and monitoring 
implementation of projects. The Investment Centre should be the 
first stop for any prospective investor in Zimbabwe. Its address 
and contact numbers are: Zimbabwe Investment Centre, 1 Union 
Avenue, P.O. Box 5950, Harare, Zimbabwe; Telephone: (263) (4) 
790991/4; Telex: 26644 RESZIM ZW; Fax: (263) (4) 708976. 


There are 38 U.S. companies operating in Harare, Zimbabwe with 
estimated combined net assets of more than US$250 million. Union 
Carbide (chrome alloys production and refining) is by far the 
largest of these. H.J. Heinz’s purchase of Olivine Industries for 
US$18 million in 1984 and a 1989 joint-venture engine assembly 
operation by Cummins Diesel have been the only new direct U.S. 
investments in Zimbabwe since independence. The government took 
steps to encourage additional U.S. investment by signing an 
agreement with OPIC on June 20. 


Several major projects under consideration by the government may 
offer opportunities to U.S. suppliers of goods and services. 
These include: 


° A $100 million rehabilitation and expansion of the Zimbabwe 
Iron and Steel Company (Zisco) 
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Upgrading and digitalization of the telephone and 
telecommunications system 

Modernization of the Harare Airport 

Development of Zimbabwe’s extensive chromium and platinum 
reserves 

Rehabilitation and expansion of the country’s electrical 
generating and transmission capacity (Among the projects 
under consideration in this sector is an $800 million 1600 
megawatt hydroelectric facility at Batoka Gorge on the 
Zambezi River.) 


oO A 900 ton-per-day, $200 million fertilizer plant. 


The U.S. Trade and Development Program (TDP) is active in Zimbabwe 
and is prepared to work closely with U.S. business to develop 
major trade opportunities. During the last few years, TDP has 
funded planning services for ZESA, the regional water authority, 
and the Industrial Development Corporation. In addition, the 
Export-Import Bank of the United States offers a range of 
trade-related finance for U.S. firms exporting to Zimbabwe. 


A visit to Zimbabwe is the most effective way to gather commercial 
information and make contacts with potential customers, 
distributors, or joint venture partners. Participation in 
countrywide events such as the the annual Zimbabwe International 
Trade Fair offers an opportunity to meet a wide range of potential 
Zimbabwean and regional customers. The United States participates 


in this event every year. 


The U.S. Embassy in Harare -- 172 Herbert Chitepo Avenue, Box 
3340, Telephone: (263) (4)794-521, Fax: (263) (4)796-488 -- has an 
Economic/Commercial officer and a small commercial section 
(Telephone: (263) (4)705-833) to assist American businesses. 
Additional information on Zimbabwe may be obtained from the 
Zimbabwe Desk, Room 3317, International Trade Administration, U.S. 
Department of Commerce, Washington, DC 20230; Telephone: 

(202) 377-5148. 
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